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SUBJECT: LIGGETT AND MYERS APPROACH TO TURKISH GOVERNMENT 
TO FREE BLOCKED FUNDS 

1 . ARTHUR E. SLOAT, PRESIDENT OF LIGGETT AND MYERS TOBACCO 
COMPANY AND DAVID M. WELSH, V.P., CALLED AT DEPARTMENT 
JANUARY 19 TO REQUEST DEPARTMENT AND EMBASSY ASSISTANCE IN 
RESOLVING FOLLOWING PROBLEM WITH TURKISH GOVERNMENT. 

2. L AND M. THROUGH ITS TURKISH BUYER GARY TOBACCO OF IZMIR 
HAS FOR PAST THREE YEARS GENERATED DOLLAR FUNDS IN TURKEY 
CREATED BY THE DIFFERENCE BETWEEN LOCAL TOBACCO PURCHASE 
COSTS AND THE OFFICIAL TOBACCO EXPORT PRICE. THE TURKISH 
GOVERNMENT AT FIRST PLACED THESE FUNDS IN A BLOCKED ACCOUNT 
AND LATER IMPOSED A 42 PERCENT PROFIT TAX. L AND M PAID 

THE TAX, AMOUNTING TO DOLS 1.3 MILLION, UNDER PROTEST 
LIMITED OFFICIAL USE 
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ARGUING THAT GARY TOBACCO OPERATES AS A NON PROFIT ENTITY 
WITH ALL COSTS OF OPERATION AND TOBACCO PURCHASES FUNDED 
BY PARENT FIRM. AT PRESENT DOLS 2 MILLION REMAINS IN THE 
FUND. GOT RECENTLY ALLOWED GARY TO USE TL EQUIVALENT FROM 
THIS FUND FOR LOCAL TOBACCO PURCHASES, BUT THE LARGER PART 
OF THIS FUND REMAINS UNUSED, IS NOT EARNING INTEREST, AND 
IS NOT BENEFITTING EITHER L AND M OR TURKEY. L AND M WOULD 
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LIKE TO PUT THIS FUND TO BETTER USE BY PURCHASING OTHER 

TURKISH PRODUCTS SUCH AS VODKA FOR EXPORT TO THE U.S. 

3. SLOAT AND WELSH PLAN TO ARRIVE ANKARA AT 6:20 P.M. 
TUESDAY, JAN 25 AFTER OVERNIGHT STOP AT ISTANBUL. THEY 
WISH TO MEET WITH EMBASSY OFFICERS ON WEDNESDAY, JAN 26 
ACCOMPANIED BY JOHN RINGSDORF OF GARY TO DETERMINE WHAT 
APPROACH SHOULD BE MADE TO THE TURKISH GOVERNMENT. NO 
APPOINTMENTS WILL BE REQUESTED WITH TURKISH OFFICIALS 
UNTIL MEETING AT EMBASSY. SLOAT AND WELSH PLAN TO REMAIN 
IN ANKARA UNTIL THURSDAY EVENING, JAN 27, LEAVING FOR 
IZMIR AT 7:40 P.M. THEY WILL REMAIN IN IZMIR UNTIL 

2:50 P.M. FRIDAY, JAN 28. SLOAT AND WELSH HAVE 
RESERVATIONS FOR INTERCONTINENTAL IN ISTANBUL, BUYUK HOTEL 
ANKARA, AND BUYUK EFES, IZMIR. 

4. SENATOR ROBERT B. MORGAN (DEM-N. CAROLINA) TELEPHONED 
DEPARTMENT TO EXPRESS INTEREST IN THIS CASE AND THE HOPE 
THAT HIS INTEREST AND PAST SUPPORT FOR TURKEY COULD BE 
TAKEN INTO ACCOUNT BY THE TURKS. 

KISSINGER 
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